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On Holding Our Economic Freedom 


Beset on Many Sides Today, It Must be Preserved Against 


the Inroads of Government Intervention. 


by RayMonp MOLEy 
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Y I ‘HE ultimate in socialism is a condition in economic life in which the concerns of the indi- 


vidual are rigidly determined for him by authority over which he has only vague and 
indirect control.' The ultimate in liberty, superficially considered, is the antithesis of such 


restraint, in which every individual pursues 
his interests in utter freedom. 


Such a concept of individual freedom, however, 
implies a chaos in which very few individuals have 
any freedom at all. The development of restraint 
and regulation in economic life has been a major 
problem of authority from the beginning of civili- 
zation and is the major purpose of government. 
True economic liberty, therefore, must always be 
limited and defined by law. The determination of 
the proper sphere of law in the economic field in- 
volves the creation of a principle that has never 
been accurately defined or firmly fixed in public 
policy. 

What a true believer in liberty is seeking in eco- 
nomic life is that minimum of government restraint, 
aid, and control which will leave the largest pos- 
sible scope for the exercise of individual initiative 
and effort, and for reward. 


It is not easy to define a boundary between indi- 
vidual economic freedom and government interven- 
tion, and it is still harder to secure a general recog- 
nition of such a boundary in the making of public 


1JIn using the word “ultimate” I realize that theoretical 
socialists will reply that their “ultimate” is the stage when 
the state withers away. However, that is a consummation that 
has never been attained. The complete domination of the 
state is the ultimate, so far as experience has provided any 
evidence. 


policy. In the past three-quarters of a century we 
have witnessed a conflict over this issue. The inten- 
sity of this conflict arises from several factors. 


Economic interests grow more confused, complex, 
and interwoven. An individual may be the owner 
of real estate in a home, the employee of a great 
corporation from which he receives a stated wage, 
a dues-paying member of a labor union that has 
not only economic but political objectives, a mem- 
ber of a local school board sitting beside a banker 
and the physician who cares for his children, and 
the owner of an insurance policy in a company that 
owns bonds in a public utility corporation from 
which he purchases electric power. The individual’s 
interest in what government does to protect these 
diversified interests is mixed, confused, and almost 
undefinable. 


The claims of two or more economic interests may 
conflict and overlap. The determination of what is 
fair value of capital invested, of services performed 
—whether in manual labor or judgment or skill— 
depends, in the mind of the individual concerned, 
upon personal predilections. And such judgments 
are almost impossible to reconcile. 


There is also the superimposed interest of gov- 
ernment itself. The ideal is a government holding 
the scales as an arbiter in economic affairs. The 
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reality is a government operating as a positive, in- 
dependent force. It has the incentive of seeking 
power. It is not a selfless agent but something that 
has claims for itself. It talks of a “public interest,” 
but tends to identify its own ambitions and con- 
cerns with the “public interest.” It becomes another 
interest against whose selfishness there must be pro- 
tection for the individual. 


Origins of Intervention 


The nature of this conflict and the decay of the 
true liberal ideal of the early nineteenth century 
can be well described in terms of British experience. 


he claimed that, since the policies of nations had 
never been based on the ideal of a free economy, it 
would be inadvisable to follow theory in this in- 
stance, which he claimed to be exceptional. Foreign 
nations were offering aid to their own manufac- 
tures. Manufacturing in the United States, which 
he wanted government to encourage and subsidize, 
was essential to a growing nation, he said. And he 
claimed that his plan for subsidizing domestic man- 
ufactures out of special tariffs could be authorized 
under the welfare clause of the Constitution. He 
made clear, however, unlike many who now invoke 
the welfare clause in the Constitution, that his pro- 
posed bounties had general and not local purposes, 


RAYMOND MOLEY, Newsweek Magazine columnist, recently finished a book, 
How to Keep Our Liberty. It is the distillation of 40 years of writing, teaching and 
observing the American political scene. Because it raises some pertinent questions 


of interest to all Americans, Tax Review herewith reprints a portion of Chapter II 
entitled: Economic Liberty Limited by Law. The material is reprinted with per- 
mission of the author and Alfred A. Knopf, Publisher. Copyright 1952 by Raymond 


Moley. 





Our course in this movement has lagged many years 
behind that of Britain, but it has followed the same 
general pattern. 

* * * 

It is ironic that government intervention in the 
United States should have been introduced by one 
of the revered architects of our constitutional sys- 
tem, Alexander Hamilton. In the second year of 
the Republic, 1791, the first Secretary of the Treas- 
ury presented his famous “Report on Manufac- 
tures” to the House of Representatives. It was a 
bold assertion of the desirability of government 
intervention in the free market, at the very moment 
when laissez faire was gaining ascendancy over the 
old practices and theories. Adam Smith had pub- 
lished his Inquiry into the Nature and Causes of 
the Wealth of Nations only fifteen years before and 
had himself died only the year before. The impact 
of that classic statement of economic freedom was 
very great, mingled as it was with all the other 
great revolutionary forces of the time. Against this 
tide, moved Hamilton’s appeal, an earnest argument 
for government intervention against the prevailing 
growing belief in full economic liberty. 


Like most of those who urge more intervention 
now, Hamilton based his case, in part at least, on 
precedent. He granted the reasonableness of those 
who stood for a free market and who asserted that 
government help distorted the natural course of the 
economy and produced the evils of monopoly. But 
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and fully fitted the intent of that constitutional 
provision. 

Since tariffs, bounties, and subsidies thus found a 
foothold in national policy, and continued through 
the generations, the concessions made for the manu- 
facturing interests of Hamilton’s time became the 
basis of arguments for miscellaneous aid of all sorts. 
From that day to this, every suppliant for govern- 
ment aid had claimed that “business has always had 
it.” It is perhaps idle to note that once the free 
market was violated by a tariff for protection of 
favored parts of the economy, the way was opened 
far down the years for the threat of socialism that 
we now face. 


In approaching a general principle of what our 
future course should be in determining economic 
liberty limited by law, the following propositions 
should be useful: 


1. The guiding ideal should be a free market. 


2. Individual responsibility and voluntary co- 
operation, freely arrived at, are the characteristics 
of true economic liberty. They should be recognized 
as the ideal in the fields of agriculture, labor rela- 
tions, and in business generally. Government can 
and should promote this ideal by suggestion and 
encouragement. 
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3. To promote this ideal to the fullest extent, 
those entrusted with government should always be 
detached and judicial in their attitude. Political 
alliances with specific groups destroy this role of 
impartiality, and by impairing the integrity of the 
executive and the Congress as courts of last resort 
invite class struggle and chaos. 


4. When individual and cooperative efforts fail 
and government assumes regulatory power, its func- 
tion should be the making of rules generally pro- 
hibiting, not compelling. It is valid for government 
to tell a man not to do something against another 
man; it is not only impracticable but a denial of 
liberty to tell him exactly what he should do for 
another. The lurking danger in all government reg- 
ulation is like that in press censorship. The censor 
will never be content to tell people what not to 
print. He will ultimately tell them what to print. 


A Means of Preserving Liberty 


5. Government should not inject its will into 
matters that are within the realm of business judg- 
ment. It is not qualified to do that. The role of gov- 
ernment as a judge, mediator, and a regulator has 
been established over the centuries. Methods of 
operating in that capacity have been perfected. 
They are governed by principles, tested by experi- 
ence, and fixed in common and statute law. It has 
been proved over the years that the proper’ exercise 
of this function is not only consistent with liberty 
but is an indispensable means of preserving liberty. 


On the other hand, government administration of 
the activities generally known as business—manu- 
facturing, buying, selling, lending, and the like — 
has not only in modern times been regarded as an 
improper function of a free government but has 
been casual and incidental as well. No body of skill 


or experience has been established. 


6. In all government regulation, the essential 
structure of our constitutional system should be 
respected. Federal regulation is appropriate only in 
matters that are truly interstate in character or are 
genuinely related to other Federal powers. Regula- 
tion, like other government processes, is at its best 
when those responsible are close to and familiar 
with the problem-they seek to solve. 


7. Since economic life is in a state of constant 
change, regulatory laws should frequently be re- 
considered and revised. In fact, they may we!! be 
regarded as temporary invasions of economic lib- 
erty, subject to withdrawal when normal, free rela- 
tions are restored. 


8. All groups and interests should be held equally 
accountable to the public interest. Corporations, 
trade associations, and labor unions should be sub- 
ject to the same or similar regulations. 


9. Regulation should have as its objective the 
preservation of fair and measurably free economic 
relations and, above all, free competition. Free 
competition was the keystone of classical liberal 
doctrine. Beyond that, the regulator should not use 
his power to further his personal notions of what 
the nature of economic institutions should be. For 
example, business regulation should have as its 
objective fair practices and healthy competition 
among units of all sizes. Bigness, per se should not 
be regarded as monopoly. 


10. The measure of the value of an economic sys- 
tem is its capacity to produce wealth; i.e., the goods 
that make for higher living standards, and the ma- 
terial means for human happiness. Government reg- 
ulation should have this objective constantly before 
it. Thus, it should avoid unreasonably limiting by 
law the span of the individual’s working hours and 
life. It should also restrict to a minimum the num- 
ber of persons in nonproductive government em- 
ployment. It should not curb efficiency or check the 
flow of capital. 


11. Government regulations, moreover, should 
not contradict each other. At the moment, dozens of 
cross-purposes prevail. 


Required: Demonstration of Need 


12. In the bestowal of government benefits, aid, 
and relief, there should generally be required a 
demonstration of actual need. This principle is bit- 
terly contested. It is demanded that aid be given as 
a matter of right. This is dangerous for two reasons. 
Generalized aid results in expenditures far beyond 
the resources of any nation. Any promiscuous bene- 
fits destroy the moral fiber of those who receive 
them. The demand that aid be given as a matter of 
right is the adoption of the principal tenet of so- 
cialism—equal shares, equal everything. There are 
special forms of aid, such as compensation for 
industrial accidents, in which a means test is not 
necessary or appropriate and in which experience 
has shown no danger to economic liberty. 


Government aid and relief are for genuine emer- 
gencies. They are for the prevention of disaster, 
economic or personal. There is grave doubt whether 
the Federal government should directly exercise 
those powers at all. Generally, they should be exer- 
cised by states or local government, with perhaps 
some Federal help. 
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13. In the conservation of natural resources, there 
are alluring temptations for the undue exploitation 
of government power. It is self-evident that some 
natural resources, especially those in the public 
domain, are limited in amount and are essential to 
the economy as a whole. Government intervention, 
even acquisition, under fair terms is generally rec- 
ognized as legitimate. This should apply to national 
parks and other time-tested government institutions 
and services. Government, however, should gener- 
ally act as a trustee of property belonging to the 
people, ultimately to be used by them under condi- 
tions of private ownership and development and 
not to be exploited for the enlargement of govern- 
ment power as such. 


14. The imposition of taxes should always be for 
the exclusive purpose of raising necessary revenue. 
The use of the taxing power for regulation or re- 
form is self-defeating, unjust, and destructive. 


15. Since the Federal government must have the 
power of issuing and regulating the value of money. 
its concern should be stability. As in the case of 
the taxing power, it should not use its control over 
the currency to achieve regulation and reform. 


16. Those who administer a public trust should 
believe in a free economy. A disparity between the 
nature of an economy and the beliefs of its admin- 
istrators is dangerous. Former socialist Prime Min- 
ister Attlee has said: “A socialist party cannot hope 
to make a success of administering the capitalist 
system because it does not believe in it.” 


17. The operation of a business by government is 
the deadly enemy of economic liberty. In competi- 
tion with private business, government has over- 
whelmingly decisive advantages that lead to private 
ruin and state socialism. 
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David E. Lilienthal, for many years an advocate 
of a more “dynamic” government and an adminis- 
trator first of government electric power and then 
of atomic energy, apparently has grown to recog: 
nize the deadly danger of government monopoly in 
such fields. He calls for the removal of the heavy 
hand of government monopoly from this form of 
energy and for putting it “back on the American 
track,” on which the motive power is composed of 
“the great prizes of satisfaction, prestige and profit 
that have always spurred men on in every other new 
chapter of American industrial history.” We need. 
he continues, “development know-how . . . based on 
wide open competition of ideas, providing an open 
and free field for any man’s idea of a better way to 
do something.”* He expresses a principle of prog- 
ress which can be applied to every aspect of eco- 
nomic life. 


8. The test of all government intervention should 
be whether it truly contributes to the freedom, de- 
velopment, and security of the individual. What the 
lover of liberty must seek in the face of growing 
government and complex economic relationships is 
more and more voluntary cooperation among all 
the interests of the country, based on personal re- 
sponsibility. 

The foregoing propositions should be the guiding 
ideals in holding the line between a necessary meas- 
ure of government authority and the freedom of the 
individual.* 


Liberties are indivisible. If economic liberty is 
not attained and held, the entire structure of prin- 
ciples, inherited and developed by experience, must 


fall. 


* David E. Lilienthal: “Free the Atom,” Collier’s, June 17, 
1950, p. 13. 


3 Elaborations and illustrations of these propositions will 
be found in many of the sections of Chapter VII. 
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